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INDEPENDENT AUDITORS' REPORT

The Honorable President and Village Council
Village of L'Anse
L'Anse, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the VILLAGE OF
L'ANSE, MICHIGAN as of and for the year ended June 30, 2005, which collectively comprise the Village's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the VILLAGE OF L'ANSE,
MICHIGAN'S management. Our responsibility is to express opinions on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicabie to financial audits contained in Government Auditing Standards, issued by the Comptrolier General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supperting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principies used and significant estimates made by management, as well as evaluating the overall financial statements
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in ali material respects, the respective financial
position of the governmentai activities, the business-type activities, the discretely presented component unit, each major
fund, and the aggregate remaining fund information of the VILLAGE OF L'ANSE, MICHIGAN as of June 30, 2005, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principies generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 18, 2005, on cur
consideration of the Village of L'Anse, Michigan's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results
of our audit.

The management's discussion and analysis, retirement system schedule of funding progress, and budgetary comparison
information as identified in the table of contents, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
VILLAGE OF L'ANSE, MICHIGAN'S basic financial statements. The accompanying other supplemental information as
identified in the table of contents are presented for purposes of additionat analysis and are not a required part of the basic
financial statements. The combining and comparative financial statements have been subjected to the auditing procedures
applied in the audit of the basic financiat statements and, in our opinion, are fairly stated in ait material respects in relation to
the basic financial statements taken as a whole.

il 3l L gy 7

Certified Public Accountants

August 19, 2005
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VILLAGE OF L’ANSE

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2005

Within this section of the Viliage of L'Anse, Michigan's financial report, the Vililage's management provides narrative
discussion and analysis of the financial activities of the Village for the fiscal year ended June 30, 2005 The Vi
financial performance is discussed and analyzed within the context of the accompanying financt
disclosures following this section, The discussicn focuses on the Village's primary government, unless ctherwise noted, the
companent unit reported separately from the primary government is not included.

discussion and analysis in conjunction with the Village's financial statements.

Financial Highlights

The Village's assets exceeded its labilities by $9,022,159 (net assets) for the fiscal year reported. This
compares to the previous year when assets exceeded its liabilities by $6,235,304. Net assets increased in
governmental activities by $2,874,158, primarily from a contribution from the Corps of Engineers, as discussed
below. Governmental activities inciuded transfers of $200,000 from and $142,168 to the component unit and
transfers of $97,000 from and $188,24% fo the proprietary funds {business-type activities). Business-type
activities included depreciation expense of $276,890,

Total net assets are comprised of the following

1. Capital assets, net of related debt, of $8,359,659 include property and equipment, net of accumuiated
depreciation, and reduced for outstanding debt reiated to the purchase or construction of capital
assets.

2. Net assets of $181,813 are restricted by constraints imposed from debt covenants and reguiations.

3. Unrestricted net assets of $480,587 represent the portion available to maintain the Village's continuing
obligations to citizens and creditors.

The Village’s governmental funds reported total ending fund balance of $267,797 compared to the prior year
ending fund balance of $205,875, an increase of $61,022 during the current year,

Tota! liabilities of the Village increased by $473,986 during the fiscal year. Additional long-term debt of
$118,383 was acquired during the fiscal year in the Disposal System Fund. Accounts payable increased
primarily due to the acquisition of a new lift station in the Disposal System Fund and reimbursements to the
component unit from the sale of the grocery store property, as discussed below,

The Village's Electric Utility Fund continues to maintain an investment of $80,156 with the Upper Peninsula
Public Power Agency. The purpose of the Agency is to invest in the American Transmission Company System,
a Wisconsin LLC.

The Village acquired adjacent property (land and grocery store property} for $394,739 in the prior year. The
purpcse of the acquisition was to faclitate the construction of the "Linden Cresk Fiood Contral® project. The
purchase was financed primarily from transfers from the component unit, the Electric Utility Fund, and the
Disposal System Fund during the prior year. The Village soid the property during the current year for
$388,249. The entire amount was recorded as a transfer back fo the component unit and other funds in the
current year, The cash is anticipated to be received in early fiscal year 2006 and fo be paid to the component
unit and other funds at that time.

The Village recognized a contribution of $2,939,071 from the Department of the Army Detroit District, Corps of
Engineers for the construction of the L'Anse Linden Creek Flood Control project {bridges and culverts) in the
current year.

The Village incurred construction costs of $124,575 related to infrastructure improvements during fiscal year
ended 2005. Significant construction activities for infrastructure improvements to Main and Broad Streets are
anticipated for fiscal year ended 2006. The total construction cost of $1,240,000 is anticipated with a local
share of $550,000. The local share is to be provided by the component unit. The remaining amount is to be
paid with federa! and state grants.

tiage's
al statements and

Please read this management's
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VILLAGE OF L’ANSE
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2005

Cverview of the Financial Statements

Management's Discussion and Analysis introduces the Village's basic financial statements. The basic financial statements
include: (1) government-wide financiai statements, (2) fund financial statements, and (3) notes tc the financial statements.

The Village alsc includes in this report additional information to supplement the financial statements.

Government-wide financial statements

The Village's financial report includes two government-wide financial statements. These statements provide both
long-term and short-term information about the Village's overall status. Financial reporting at this level uses a
perspective similar to that found in the private sector with is basis in full acerual accounting and elimination or
reclassification of internal activities.

The first of these government-wide financial statements is the Statement of Net Assets. This is the Village-wide
statement of financial position presenting information that includes alf of the Village's assets and labilities with the
difference reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator
of whether the financial position of the Village as a whoie is improving or deteriorating. Evaluation of the overall
economic health of the Village would extend to other nonfinancial factors such as diversification of the taxpayer
base or the condition of the Village infrastructure in addition to the financial information provided in this report.

The second government-wide statement is the Statement of Activities, which reports how the Village’s net assets
changed during the current fiscal year. All current year revenues and expenses are included regardless of when
cash is received or paid. An important purpose of the design of the statement of activities is to show the financial
reliance of the Village's distinct activities or functions on revenues provided by the Village's taxpayers.

Both government-wide financial statements distinguish governmentai activities of the Village that are principally
supported by taxes and intergovernmental revenues, and from business-type activities that are intended to recover
all or a significant portion of their costs through user fees and charges. Governmental activities include general
government, public safety, public works, sanitation and recreation. Business-type activities include electric utility,
water utility and a disposal system.

The Village's financial reporting entity includes the funds of the Village (primary government) and one organization
for which the Viltage is accountable (Downtown Development Authority-component unit).

Fund financial statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities or
objectives. The Village uses funds to ensure and demonstrate compliance with finance-related laws and
regulations. Within the basic financiat statements, fund financial statements focus on the Village's most impertant
funds rather than the Village as & whole. Major funds are separately reported, while &l others are combined into a
single, aggregated presentation. Individual fund data for nonmajor funds is provided in the form of combining
statements in a later section of this report.

The Viltage has two types of funds

Governmental Funds are reported in the fund financial statements and encompass essentially the same functions
reported as governmental activities in the government-wide financial statements. However, the focus is very
different with fund statements providing a distinctive view of the Village's governmental funds. These statements
report short-term fiscai accountabiiity focusing an the use of spendable resources during the year and balances of
spendable resources available at the end of the year. They are useful in evaluating annual financing requirements
of governmental programs and the commitment of spendabie resources for the near term.

Since the government-wide focus includes the long-term view, comparisons between these two perspectives may
provide insight into the long-term impact of short-term financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures and changes in fund balances provide
reconciiation to the governmenti-wide statements to assist in understanding the differences between these two
perspectives.

-5
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VILLAGE OF L’ANSE
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2005

Proprietary funds are reported in the fund financial statements and generally report services for which the Village
charges customers a fee. Proprietary funds include the electric utifity fund, water utifity fund and disposal system fund
and are reported as business-type activities in the government-wide financia! statements. All three funds are reported

as major funds.

Notes to the financial statements

The accompanying notes to the financial statements provide information essential to a full understanding of the
government-wide and fund financial statements. The notes to the financial statements begin immediately following
the basic financial statements.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
suppiementary information concerning the Village's progress in funding its obligation to provide pension benefits to
its employees. A budgetary comparison statement is included in the basic financial statements for the general

fund.

Major funds and the component unit are reported in the basic financial statements. Combining statements for
nonmajor funds are presented in a subsequent section of this report. Comparative statements for the water utility
fund and the disposal system fund are also presented.

Financial Analysis of the Village as a Whole

Net assets of the current year and prior year are as follows:

Governmental Activities Business-type Activities Total
2008 2004 2005 2004 2005 2004
Assels
Current assets 3 687388 § 323436 % 684,766 3% 581660 & 1,372,135 % 905,096
Noncurrent assets 5,044,661 2,273,682 8,377,151 8,354,418 13421812 10,628,100
Yotal assets § 5,732,030 § 2,587,118 § 90618177 $§ 28936078 § 14793947 § 11,533,196
Liabilities
Current liabilities 470,771 179,662 517,262 311,683 888,033 491,345
Long-term Rabilities 948,923 979,278 3,834,832 3,827,179 4,783,755 4,808 457
Total iabilities § 1,419694 § 1,158,940 § 4,352,094 § 4138862 § 5,771,788 $ 5,297,802
Net assels
Investment in capital
assets net of related debt 4,161,608 1,337,816 4,198,050 4,071,762 8,359,559 5,409,578
Restricted 122,483 75,100 59,436 193,323 181,913 268,423
Unrestricted 28,244 25262 452 343 832,131 480 587 557,383

Total netassets § 4,312,336 § 1438178 $ 4709823 § 4797216 § 9,022,159 § 6,235,394

The Village's combined net assets increased 45 percent from a year ago. Governmental activities net assets increased by
$2,874,158 (primarily from a capital contribution}, while business-type activities net assets decreased by $87,383.

Unrestricted net assets, the portion that can be used to finance day-to-day operations, remained consistent for governmental
activities. Unrestricted net assets for business-type activities decreased by $79,788 or 15 percent.
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VILLAGE OF L’ANSE
MANAGEMENT’S DISCUSSION AND ANALYSIS {CONTINUED)
JUNE 30, 2005

Changes in net assets during the current year and prior year are as follows:

Governmental Activities Business-type Activities Total
2005 2004 2005 2004 2005 2004
Revenues
Program revenue
Charges for services $ 238683 $ 245357 % 1867053 % 1910147 § 2205746 $ 2,155504
General revenue
Property taxes 646,864 631,879 - - 646,864 631,879
State-shared revenues 422 913 427101 - - 422 913 427101
Grants 226,000 - - - 220,600 -
Interest 8,950 12,816 15,603 6,357 24,553 18,173
Other 12,220 32,010 - - 12,220 32,010

Totatrevenues § 1,649640 § 1,349,163 § 1982656 § 1,816,504 § 3,532,296 § 3,265,667

Program Expenses

General government $ 158343 3 164,886 & - % - % 158343 % 164,869
Puhiic safety 408,951 397,852 - - 409,851 307,852
Public works 624174 627,060 - - 624,174 827,060
Sanitation 183,731 191,408 - - 183,731 191,408
Recreaticn 40,644 49,500 - - 40,644 49,500
Interest on long-term debt 48,629 49,936 - - 48,629 49,936
Proprietary activities - - 2,161,298 2 096,342 2,181,288 2,096 342

Total programexpenses § 1466472 § 1480625 $ 2,161,208 $ 2096342 § 3,626,770 $§ 3,576,967

Change in Net Assefs

before Transfers $ 84168 3 (131462) § (178.642) $  (179,838) $ {94474y &  (311,300)
Contribution 2,939,071 - - - 2,839,071 -
Transfers (to} from DDA (57,832) 229,923 - - (57,832 223,923
Transfers (81,249 150000 91,249 {150,000) - -
Change in Net Assets § 2874158 § 248,461 § (87,393} § (329.838) $ 2,786,765 § (81,377)

Graphic presentaticns of selected data follow to assist in the analysis of the Viilage's activities for fiscai years 2005
and 2004:

Governmental Activities

2005 Governmental Revenues 2004 Governmental Revenues
Other Other
29 Charges 39 Charges

18% 8%

Shared Shared
Reve?ues Revenues
32% 32%
Property Property
Taxes Taxes
48% 47%

The above charts do not include grants, confributions, or transfers.
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VILLAGE OF L’ANSE

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

JUNE 30, 2005

Governmental Activities {continued)

2005 Governmental Expenditures

General
Recy Int Govt
Sanitation
13%
Public
Salety
Public 28%
Works
42%

2004 Governmental Expenditures

General
Govt

Rec int

Sanitation
13%
Pubtic
Safety
Publi 27%
Works:
43%

Revenues Expenses

Financial Analysis of the Village’s Funds

Governmental Funds ~ The Village's total governmental revenues increased by $165,684 or 11 percent frem prior year
levels. The increase refates primarily to grant revenues of $220,000. Governmental expenditures decreased by $43,002
Capital outlays in 2005 were $3,243,222 as compared i

Assets

from prior year levels, with the exception of capital outlays.

$498,345 in 2004. The increase relates to the construction of the Linden Creek project, the purchase of a fire truck, and

HEiectric

B Water

EIDisposal

Liabilities

costs associated with a sidewalk and tight project on Main and Broad Streets,

Proprietary Funds — The Village's business-type activities consist of electric utility, water utility and a disposal system.
Operating revenues remained consistent with prior year with an increase of 3 percent, Operating expenses increased by 3

percent. Operating income continued at an approximate breakeven level.




VILLAGE OF L’ANSE
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2005

General Fund Budgetary Highlights

Over the course of the year, the Village amended the budget to account for events during the year. Budgetary amendments
were relatively minor, with the exception of the following items. Total budgeted other revenues were increased by
$3,180.200 consisting of a federal grant from Homeland Security ($170,000), a contribution from the Corps of Engineers
(82,950,000}, a local contribution from the Keweenaw Bay Indian Community ($50,000), and other revenue changes
($10,200). Total budgeted capital outlay was increased by $3,243,800 to accommodate a culvert project {$2,950,000),
engineering costs associated with a future street project for sidewalks and lights on Main and Broad Streets ($125,000), and
the purchases of a fire truck ($170,000) and other equipment {$8,800). Other financing sources were adjusted to account for
the sale of the grocery store property adjacent to the Viliage hall ($390,000) and transactions with the component unit, the
Electric Utility Fund, and the Disposal System Fund related to the grocery store sale. Other financing sources were aiso
adjusted to account for cash requirements as needed for the Village.

Capital Asset and Debt Administration

The Village's investment in capital assets, net of accumulated depreciation and related debt, for governmentai and business-
type actlivities as of June 30, 2005 was $4,161,609 and $4,198,050, respectively. Major capital asset additions during the
current fiscal year included:

Linden Creek Flood Control project $ 2,938,071
Sidewalk and lights project 124 575
Fire truck 170,256

At the end of the fiscal year, the Village had longterm debt obligations of $4,834,681. This balance has not changed
significantly from the prior year. Additions to debt obligations included an installment note for $100,000.

Economic Factors and Next Year's Budgets and Rates

Local economic conditions are anticipated to remain the same. Health care costs make up a significant portion of the
Village's expenditures. In 2005, these costs increased 21% over the prior year. Funding health care cost increases remains a
chailenge for the Village in 2006. The Village's 2006 budget includes grants and contributions related to a sidewalk and light
project on Main and Broad streets. Utility rate increases have been approved effective July 1, 2005. These rate increases
were necessary {0 cover increasing costs.

Contacting the Village’s Financial Management
The financial report is designed fo provide a general overview of the Village's finances and demonstrate the Village's

cemmitment to public accountability. if you have any questions about this report or need additional information, we welcome
you to contact the clerk’s office at (906)-524-6118.
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VILLAGE OF L'ANSE
STATEMENT OF NET ASSETS
JUNE 30, 2005

Primary Government

Governmental Business-type Component
Activities Activities Total Unit
Assots
Cash and cash equivalents % 328332 § 308264 3% 836595 § 4,304
Accounts receivable
Utiity billings 18,316 188,253 206,569 -
Grocery store sales proceeds 388,249 - 388,249 -
Grant §7.000 - 67,000 -
Other 53,994 - 53,894 11,864
Taxes receivable 17512 - 17,512 6,222
Due from primary government - - . 265,401
Internal balances (188,249) 188,249 - -
inventory 2,215 - 2,218 -
Investments - 80,156 80,156 104,062
Restricted assets - 155,442 155,442 -
Capitai assets 5,044,661 8,141 553 13,186,214 -
Total assets 5,732,030 9,061,917 14,793,947 395,653
Liabiities and Net Assets
Liabilities
Accounts payable 115,259 294,947 410,208 82,756
Accrued sick and vacation wages 31,891 93,054 125,045 -
Customer deposits - 20,590 20,580 -
Due to component unit - DDA 269,401 - 268,401 -
Accrued interest 11,865 - 11,885 -
Noncurrent liabilities
Due within one year 42 255 108,671 150,926 -
Due in more than one year 948 923 3,834,832 4,783,755 -
Total liabilities 1,419,694 4,352,094 5,771,788 82,756
Net Assets
Investment in capital assets -
net of related debt 4,161,609 4,198,050 8,350 659 -
Restricted
Debt requirements N 58,430 59,430 -
Streets and roads 122,483 - 122,483 -
Unrestricted 28,244 452,343 480,587 312,897
Total net assets $ 4,312,336 § 4,709,823 $ 9,022,159 § 312,897

See accompanying notes to financial statements,
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VILLAGE OF L'ANSE
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2005

Functions/Programs

Primary Government
Governmental aclivities

General government
Public safety
Public works
Sanitation
Recreation
interest on long-term debt

Total governmental activities

Business-fype activities

Program
Revenues
Charges for

Expenses Services
$ 168,343 § 12,937
409,851 4,382
624,174 -
183,731 217,200
40,644 4,174
48,629 -
1,465.472 238,683
2,161,298 1,967,053

Total primary government § 3,826,770 % 2,205,746

Component Unit - Downtown Development
Authority

See accompanying notes to the financial statements.

3 15473 & -

General revenues and transfers
Property iaxes
Village operating
Downtown Development Authority

Total property taxes
State-shared revenues
Grants and contributions
Interest
Cther

Transfers - progrietary funds
Transfers - compenent unit

Total general revenues and transfers
Change in Net Assets
Net Assets - Beginning of year

Net Assets - End of year

R A
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Net (Expense) Revenue and Changes in Net Assets

Primary Government

Governmental Business-type Component
Activities Activities Total Unit
8 (145406) $ (145408) § -
(405,569) - {(405,569) -
{(624,174) - (624,174} -
33,459 - 33,469

{36.470; - (36,470) -
(48,629) - (48,629) -
(1,226,779) - (1,226,779) -

- {194,245} {164,245) -

{1,226,779} (154,245) (1,421,024} -
- . - (15,473)

646,864 - 646,864 -

- - - 94,266

546,864 - 646,864 94,266
422,913 . 422,913 -
3,189,071 - 3,159,071 -
8,950 15,603 24,553 3,172

12,220 - 12,220 -
{91,249 81,249 - .
{57.832) - {57,832) 57,832
4,100,937 106,852 4,207,789 155,270
2,874,158 {87,393) 2,786,765 139,797
1,438,178 4,797,216 6,235,384 173,100

$ 4,312,336 4,709,823 § 9,022,159 § 312897

-1 -
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VILLAGE OF L'ANSE

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2005

Total
General Nonmajor Governmental
Fund Funds Funds
Assets
Cash and cash equivalents $ 21248 % 117084 B 326,332
Accounts receivable
Utility biflings 18,316 - 18,316
Grocery store sales proceeds 388,249 - 388,249
Grant 67,000 - 67,000
Other 41 515 12,479 53,084
Taxes receivable 16,337 1,175 17,512
Inventory 2,215 - 2215
Due from other funds - 2,068 2,068
Totalassets § 744,880 $ 132,806 § 877,686
Liabiiities and Fund Balances
Liabilities
Accounts payable $ 106434 & 8825 & 115,259
Accrued sick and vacation wages 30,493 1,488 31,881
Due to component unit - Downtown Development Authority 286,401 - 269,401
Due to other funds 190,317 - 190,317
Accrued interest 2,921 - 2,921
Total liabilities 599,566 10,323 609,889
Fund balances
Reserved for inventory 2,215 - 2,215
Unreserved - reported in
General fund 143,099 - 143,080
Speciat revenue funds - 122,483 122,483
Total fund balances 145,314 122,483 267,797
Total liabilities and fund balances § 744,880 § 132,808 § 877,688

See accompanying notes to the financial statements.
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VILLAGE OF L'ANSE
GOVERNMENTAL FUNDS
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL

FUNDS TO THE STATEMENT OF NET ASSETS
JUNE 230, 2005

Fund Balances - Total Governmental Funds

Amounts reported for governmental activities in the statement of net assets are
different because:

Capital assets of $5,880,435, net of accumulated degreciation of (§835,774) usad
in governmental activities are not financial resources and are not reported in the
governmental funds

Accrued interest payable is recorded as a liability in governmental activities
Compensated absenses are included as a liability in governmental activities

Long-term liabitities are not due and payable in the current period and are not reported
in the governmental funds '

Net Assets - Governmental Activities

See acompanying notes to the financial statements.
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VILLAGE OF L'ANSE
GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES
YEAR ENDED JUNE 30, 2005

Revenues
Property taxes
State shared revenues
Garbage coliections fees

Federal grant - Homeland Security

Locai grant - Keweenaw
Rent

Other

Interest

Expenditures

Current
General government
FPublic safety
Public works
Sanitation
Recreation

Capitai outlay

Debt service

Excess of Revenues {Under)
Expenditures

Other Financing Scurces (Uses)
Contribution - Corps of Engineers
Sale of fixed assets

Operating transfers in - Component Unit
Operating transfers out - Component Unit
Operating transfers in - Proprietary Fund
Operating transfers out - Proprietary Fund

Qperating transfers in
QOperating transfers out

Toial other financing sources {uses)

Net Change in Fund Balance

Fund Balance - Beginning of year

Fund Balance - End of year

Total
General Nonmajor Governmental
Fund Funds Funds
$ 497827 % 148,037 3 646,864
229,797 193,116 422913
217,200 - 217,200
170,800 - 170,000
50,600 - 50,000
92,459 - 82,459
28,568 - 29,568
8,196 754 8,850
Total revenues 1,295,047 342,907 1,637,954
144,193 B 144,183
386,059 - 386,068
298,147 361,319 659,466
186,036 - 186,038
33,482 - 33,482
3,243,222 - 3,243,222
40,751 61,062 101,813
Totat expenditures 4,331,850 422,381 4,754,271
{3,038,843) (79.474) (3,118,317)
2,939,071 - 2,939,071
388,249 - 388,248
142,168 - 142,168
(200,000} - (200.000)
97,060 - 87,000
(188,249) - {188,249)
- 181,387 181,387
(61,387) (120,000) {181,387}
3,116,852 61,387 3,178,239
80,009 {18,087) 61,922
65,305 140,570 205,875
$ 145,314 % 122,483 % 267,797

See accompanying notes to the financial statements.
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VILLAGE OF L'ANSE
GOVERNMENTAL FUNDS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2005

Net Change in Fund Balances - Total Governmental Funds

Amounts reported for governmental activities in the statement
of activities are different because:

Govaernmental funds report capital cutlays as expenditures; these
costs are allocated over their estimated useful tives as depreciation

Capital assets used in governmental activities are not considered financial

resources; such as:
depreciation recorded on those assets
proceeds on sales of those assets
other

Interest expense is recorded in the funds when due; it is recorded in the
staternant of activities when incurred

Increase in accumulated sick pay is recorded when earned in the statement
of activities

Repayment of debt principal is an expenditure in the governmental funds, but
the repayment reduces long-term Eabilities in the statemeant of net assets

Change in Net Assets - Governmental Activities

See accompanying notes to the financial statements.
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ILLAGE OF L'ANSE
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
JUNE 30, 2005

Major Funds

Electric Water Disposal
Utility Utility System Totai
Assets
Current assets
Cash and cash equivaients $ 204,565 % 16,884 & 86,815 § 308,264
Accounts receivable - net 104,457 33,773 50,023 188,253
Due from Generai Fung 113,249 - 75,060 188,248
Total current assets 422,271 54,657 211,838 684,766
Long-term assets
Invesimenis 80,156 - - 80,156
Restricted assets - 163,318 52,124 165,442
Utility plant and system (capital assets) 560,470 4,185,819 3,385,264 8,141,553
Total assets 1,062,897 4,339,794 3,659,226 9,061,917
Liabilities and Net Assels
Liabilities
Current fiabilities
Accounts payable 66,763 21,527 206,657 294 947
Accrued expenses 45,314 38,112 8,628 3,054
Customers’ deposils 20,385 225 - 26,590
Current liabilities - installment contract - - 12,858 12,859
Current liabilities payable from restricted assets - 34,000 686,012 86,012
Totat current Habilities 132,442 90 864 293,956 517,262
Long-term debt - net of current portion - 1,765,008 2,069,832 3,834,832
Total liabilities 132,442 1,855,864 2,363,788 4,352,094
Net Assets
Invested in utifity plant and system -

Net of reflated debt 560,470 2,390,819 1,246,761 4,198,050
Restricted - 73,318 {13,888) 59,430
Unrestricted and undesignated 369,985 19,783 62,565 452 343

Total net assets § 930455 § 2483930 & 1,295428 $ 4,709,823

See accompanying notes to the financial statements.
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VILLAGE OF L'ANSE
PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

YEAR ENDED JUNE 30, 2005

Operating Revenues
Sales
Services
Other

Total operating revenues

Operating Expenses
Distribution
Administrative and general
Depreciation
Total operating expenses
Operating Income (Loss)
Nonoperating Revenues (Expenses}
Interest income
Interest expense
Tetal nonoperating revenues (expenses)

Income (Loss) Before Transfers

Transfers from other funds
Transfers to other funds

Changes in Net Assets
Net Assets - Beginning of year

Net Assets - End of year

Major Funds

Electric Water Disposal
Utility Utility System Total
$ 968,651 § 427,430 552,840 $§ 1,956,921
225 860 4,210 §.385
3,828 808 - 4,737
873,804 428,199 564,050 1,967,053
821,610 345,989 412,077 1,679,676
61.878 36,893 11,331 110,102
19,942 94,418 162,630 276,990
903,430 477,300 586,038 1,066,768
70,374 {48,101) (21,988) 285
12,164 1,728 1,711 15,603
- {90,500) {104,030) (194,530}
12,164 (88,772) (102,319} (178,927)
82,538 (136,873) {124,307) (178,642)
113,249 - 75,000 188,249
{97,000} - - (97,000}
98,787 {136,873) {49,307} {87,393)
831,668 2,620,803 1,344,745 4,797,218
$ 930455 $ 2483930 § 1,295438 § 4,709,823

See accompanying notes to the financial statements.
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VILLAGE OF L'ANSE
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2005

Major Funds

Electric Water Disposal
Utility Utility System Total
Cash Flows from Operating Activities
Receipts from customers 3 871,169 § 435330 % §74,435 % 1,880,934
Payments to suppliers (768,163} {105,922} {184,078) (1,058,163
Payments to employees for wages and benefits (100,962} (261,569) (271,891 {834 522
Other receipts 3,928 809 . 4,737
Net cash provided by operating activities 105,972 658,648 118,366 292 986
Cash Flows from Noncapital Financing Activities
Transfers (87,000 - - {87,000)
Net cash (used in) nencapital financing activities (87.000) - - {97,000y
Cash Flows from Capital and Related Financing Activities
Purchase of capital assels {143,052) (17,361) (76,258) (236,671)
Proceeds from debt - - 118,383 118,383
Principal paid on debt - (30,000) {63,059) (93,053
Interest paid on debt - (80,500) {104,030) (194,530)
Net cash (used in) capital and related financing activities {143,052) {$37.861) (124.9684) (405,877
Cash Flows from Investing Activities
interest 12,164 1,728 1,711 15,603
Reduction in investments - 20,000 64,377 84,377
Net cash provided by investing activities 12,164 21,728 66,088 89,880
Net Change in Cash and Cash Equivalents {121,916} (47,485) £8,480 {109,911}
Cash and Cash Equivalents - Beginning of year 326,481 67,687 36,641 430,809
Cash and Cash Equivalents - End of year $ 204,565 § 20,202 $ 96,131 § 320,898
Balance Sheet Classification of Cash and Cash Equivalents
Cash and cash equivalents 3 204565 $ 16,884 % 86515 % 308,264
Restricted assets - 3,318 5,316 12,634
Total $ 204565 $ 20,202 § 96,131 § 320,898
Reconciliation of Operating Income (Loss) to Net Cash
from Operating Activities
Operating Income (foss) $ 70374 § (48,161 3 (21,988} 3% 285
Adjustments to reconcile operating income (loss} to net
cash provided by operating activities
Depreciation 19,942 94,418 162,630 276,990
Changes in assets and liabilities
Decrease in accounts receivable 2.411 6,840 10,385 19,736
Increase {decrease)} in accounts payable 10,552 10,736 {2,84%) 18,443
Increase (decrease) in accrued expenses 2038 4,685 {29.816) (24,253)
Increase in customer deposits 1,785 - - 1,785
Net cash provided by operating activities $ 106,972 § 68,648 § 118,366 $ 292,986

See accompanying notes to the financial statements.
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VILLAGE OF L'ANSE
STATEMENT OF NET ASSETS - COMPONENT UNIT
JUNE 30, 2005

Downtown
Development
Authoritx
Assets
Cash and cash equivalents $ 4,304
Accounts receivable 11,664
Taxes receivable 6,222
Due from primary government 269,401
investments 104,062
Total assets 385,653
Liabilities and Net Assets

Liabilities - vouchers payable 82,756
Net Assets - Unrestricted $ 312,897

See accompanying notes to the financial statements.
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VILLAGE OF L'ANSE
STATEMENT OF ACTIVITIES-COMPONENT UNIT
YEAR ENDED JUNE 30, 2005

Downtown
Development
Authority
Expenses $ 15,473
Program revenues -
Net (expense) {15473)
General revenues and transfers
Property taxes 94,268
Interest 3172
Transfers - General Fund 200,000
Transfers - Generaf Fund (142,188)

Total general revenues and transfers 155,270

Change in Net Assefs 139,797
Net Assets - Beginning of year 173,100
Net Assets - End of year $ 312,897

See accompanying notes to the financiai statements.
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VILLAGE OF L'ANSE

NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION

The accounting policies of the Village of L'Anse, Michigan (the “Vitlage") cenform to accounting principles generally accepted
in the United States of America as applicable to governmenta! units. Private sector standards of accounting issued prior fo
December 1, 1888 are generally followed in both government-wide and proprietary fund financial statements to the extent
that those standards do not conflict with the standards of the Government Accounting Standards Board. The Village's
reporiing entity does not apply Financial Accounting Standards Board (FASB) proncuncements or Accounting Principles
Board (APB) opinions issued after November 30, 1989,

The following is a summary of the significant accounting policies used by the Village of L'Anse, Michigan.

REPORTING ENTITY

The Village was incorporated under the provision of Act 3 in 1895 (General Law Viliage) and operates under a
Counci-Manager form of government. The accompanying financial statements present the Viflage and its
component unit, for which the Village is considered to be financially accountable. The discretely presented
component unit is reported in a separate column in the government-wide financial statements to emphasize that it
is legally separate frem the Village. The Village's major operations include cemetery, police and fire protection,
public works, sanitation, recreation and general administration services. In addition, the Village owns and operates
three major enterprise activities: the electric utility system, water utility system and disposal system.

In evaluating how to define the Village for financial reporting purposes, management has considered all potential
component units over which the Village exercises significant influence. Significant influence is based primmarily on
operational or financial relationships. The Downtown Development Authority (the “Authority’} was created o
encourage and spur redevelopment of the L'Anse business district and to make L'Anse an attraction for visitors and
tourists as well as a source of pride for the local community. The Authority's governing board is appointed by the
Village's governing bady. The Village collects tax funds on the Authority's behalf,

Exciided from the reporting entity is the L'Anse Housing Authority. The L'Anse Housing Autherity's governing
board selects management staff, sets charges, establishes budgets and controis all aspects of its own cperations.
The Village provides no funding to the Authority. Additionally, the Village holds no title to Housing Authority assets,
nor does it have any right to Housing Authority surpluses.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (the statement of net assets and the statement of activities) report
information on all of the activities of the primary government and its component unit. The effect of interfund activity
has been removed from these statements. Governmental activities, normally supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rety to a significant extent
on user fees and charges for support. Likewise, the primary government is reported separately frem the legally
separate component unit for which the primary government is financially accountable.

The statement of activities reports the expenses of a given function offset by program revenues directly connected
with the function. Direct expenses are those that are clearly identifiable with & specific function. Program revenues
include: 1) charges to customers or applicanis who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function; and 2) grants and contributions that are restricted to meseting the
operational or capita! requirements of a particular function. Taxes and other revenues not properly included as
program revenues are reported as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds, Major Enterprise Funds
are reported as separate columns in the fund financial statements.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

The government-wide financial statements are reported using the economic resources measurernent focus and the
accruat basis of accounting, as are the proprietary fund and the component unit financial statements. Revenue is
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Property taxes are recognized as revenue in the year for which they are levied.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenue is recognized as soon as it is both measurable and available,
Revenue is considered to be available if it is collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the Village considers revenues to be available if they are collected
within B0 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, expenditures refating to compensated
absences, and claims and judgments are recorded in the year payment is due.

Revenues are recognized in the accounting period in which they become susceptible to accrual — that is, when they
become both measurable and available to finance expenditures of the fiscal period. Major revenue types for which
receivables are recorded on the current accounting period's balance sheet include property taxes and state-shared
revenues. All other revenue Hemns are considered to be available only when cash is received by the Village.

Amounts reported as program revenue include charges to customers for goods and services. Internally dedicated
fesources are reported as general revenue rather than as program revenue, Likewise, genera! revenue includes all
taxes.

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating revenue and
expenses generally result from providing services in connection with a proprietary fund’'s ongoing operations. The
principal operating revenue of proprietary funds relates to charges to customers for sales and services. Operating
expenses for proprietary funds include the cost of sales and services, administrative expenses, and depreciation on
capitat assefs. All revenue and expenses not meeting this definition are reported as nonoperating revenue and
expenses.

The effect of interfund activity has been eliminated from the government-wide financial statements. Exceptions to
this are charges between the Village's electric, water, and sewer functions and other functions of the Village.
Efiminations of these charges would distort the direct costs and program revenues reported for the various
functions concerned.

The Village reports the following major governmental fund:

General Fund - The general fund is the Village's primary operating fund. It accounts for all financial resources
of the general government, except those required to be accounted for in another fund.

The Village reports the foilowing three major proprietary funds:

Electric, Water and Disposal System Funds ~ These three funds are the Viliage's major proprietary funds.
They account for the activities of the electric, water and sewer distribution systems of the Village.

Additionally, the Village reports the following funds:
Special Revenue Funds ~ Special revenue funds are used to account for the proceeds of earmarked revenue

requiring separate accounting because of legal or regulatory provisions. They inciude the Major Strest, Local
Street and Municipal Street Funds.

Debt Service Fund ~ The debt service fund is used to account for the annua! payment of principal, interest and
expenses in connection with certain long-term debt other than debt payable from operations of an enterprise

fund.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ASSETS, LIABILITIES AND NET ASSETS OR EQUITY

Cash and Investments — Cash and cash equivalents are considered to be highly liquid investments if they have a
maturity date of three months or fess when acquired by the Village. These include cash on hand, demand
deposits, and short-term investments. Investments are stated at fair value.

Receivables and Payables - In general, outstanding balances between funds are reported as “due from other
funds” or "due to other funds™. Any residual balances outstanding between the governmental activities and the
business-type activities are reported in the government-wide financial statements as internal balances. All trade
receivabies are shown as net of allowance for uncollectible amounts {$15,0600 in 2005},

Inventory — Inventory consists of salt and gravel for roads and is valued at cost, on a first-in, first-out basis,
General Fund balance has been reserved in an amount equal to the cost of the inventory.

Restricted Assets - Certain resources related to enterprise fund revenue bonds set aside for repayment are
classifled as restricted assets on the balance sheet because their use is limited by applicable bond covenants. The
"contract payment account” is used to segregate resources accumulated for debt service payments. Other
accounts are set aside for other special uses. Restricted assets inciude cash and cash equivaients and certificates
of deposit with maturities greater than three months,

Capital Assets — The Village's property, plant and equipment and infrastructure with useful lives of more than one
year are stated at historical cost and are comprehensively reported in the government-wide financial statements,
Proprietary assets are also reported in their respective funds. Donated assets are stated at fair value on the date
donated. The Village generally capitalizes assets with a cost of $1,000 or more as purchase and construction
outlays occur. The costs of normal maintenance and repairs that do not add to the asset value or materially extend
useful lives are not capitalized. Capital assets are depreciated using the straight-line method. When capital assels
are disposed, the cost and applicable accumulated depreciation are remaved from the respective accounts, and the
resulting gain or loss is recorded in operations.

Buiidings, equipment, vehicles and infrastructure assets are depreciated over the following useful fives;

Water and sewer distribution systems 10-85 years
Buildings and building improvements 65 years
Vehicles 5-10 years
Machinery and equipment 8-20 years
infrastructure assets 75 years

Compensated Absences (Vacation and Sick Leave) — It is the Village's policy to permit employees to
accumuiate earned but unused sick and vacation pay benefits. A liability is accrued when incurred in the
government-wide and proprietary fund financial statements.

Long-term Obligations — In the government-wide financial staterents and the proprietary fund types in the fund
financial statements, fong-term debt and other fong-term obligations are reported as liabilities,

Use of Estimates — The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and labiiities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Risk Management - The Village is exposed io various risks of loss related to forts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters, The Village maintains
commercial insurance covering each of those risks of loss. Management believes such coverage is sufficient to
preclude any significant uninsured fosses to the Village. Settled claims have not exceeded this commercial
coverage in any of the past three fiscal years,

NOTE B ~ BUDGETARY INFORMATION

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United States of America
Annual appropriated budgets are prepared on a detziled line itern basis. Revenues are budgeted by source while
expenditures are budgeted by department and class. Al annual appropriations lapse at fiscal year end. Expenditures may
not legally exceed budgeted appropriations at the activity level. During the year, one supplementary appropriation was
necessary.

The Village foifowed the following procedures in establishing the budgetary data reflected in the financial statements:

1. ©n May 3, 2004, an operating budget was submitted to the Village Finance Committee for the fiscal year ending
June 30, 2005. The operating budget includes proposed expenditures and the means of financing them.

2. On June 14, 2004, a public hearing was conducted to obtain taxpayer comments.
The budget was legally adopted on June 28, 2004.

4. The Village Council authorizes all budgetary revisions throughout the fiscal year. The budget was revised and
approved for revision on June 27, 2005.

5. Formai budgetary integration is employed as a management contro! device during the year for all governmental and
proprietary funds.

NOTE C ~ DEPOSITS AND INVESTMENTS

State statutes authorize the Viflage to deposit and invest in the following:

1. Certificates of deposit, savings accounts, or deposit accounts of federally insured financial institutions. The Village
Board shall authorize depositories at the Board’s organizational meeting after each regular election of board
members.

Bonds, securities, and other obligations of the United States or an agency or instrumentality of the United States.
Repurchase agreements consisting of instruments listed in 2.

Bankers’ acceptances of United States banks.

Ok owoN

Commercial paper rated at the time of purchase within the 2 highest classifications established by not less than 2
standard rating services and that matures not more than 270 days after the date of purchase,

6. Obligations of the State of Michigan or any of its political subdivisions that at the time of purchase are rated
investment grade by not less than 1 standard rating service.

7. Mutual funds registered under the investment company act of 1940, title | of chapter 686, 54 Stat. 789, 15 U.S.C.
80a-1 to 80a-3 and 80a-4 to 80a-64, with the authority to purchase only investment vehicles that are fegal for direct
investment by the Village. This authorization is limited to securities whose intention is to maintain a net asset value
of $1.00 per share.

8. investment pools through an interlocal agreement under the urban cooperation act of 1967, 1967 (Ex Sess) PA 7,
MCL 124.501 to 124.512.

9. Investment pools organized under the surpius funds investment pool act, 1982 PA 367, 129.111 to 129.118.

10. The investment pools organized under the local government investment pooi act, 1985 PA 121, MCL 129.141 to
128.150.

11. American Transmission Company System; Amendment to Public Act 513 of 2002.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE C - DEPOSITS AND INVESTMENTS (CONTINUED)

At June 30, 2005, the carrying value of the Village's deposits and investments were reported as foilows:

Governmentai  Business-type Component
Activities Activities Total Unit
Cash and cash
equivalents kS 328332 3% 308264 $ 636,596 § 4,304
Investments - 80,156 80,156 104,062
Restricted assets-bank deposits - 155,442 155,442 .

Totals $ 328,332 $ 543,862 § 872,194 § 108,366

The breakdown between deposits and investments for the Village is as follows:

Primary Coempenent
Government Unit
Bank deposits (checking and savings accounts
and certificates of deposit) § 791,738 $ 108,368
Investments - UPPPA - ATC 80,158 -
Cash on hand 300 -

Totals § 872,194 $ 108,366

The bank and credit union balances lotaled $829,596 of which $249,129 was covered by the F.D.I.C. or NC.UA. The
remainder was uninsured and uncellateralized.

The Village's investments are categorized to indicate the level of risk assumed by the Village at June 30, 2005. Risk
Category 1 includes those investments that are insured, registered, or held by the Village or its agent. Risk Categories 2 and
3 include investments that are neither insured nor registered. Category 2 includes investments that are heid by the
counterparty's trust department in the Village's name. Category 3 includes investments that are held by the counterparty or
the counterparty’s trust department but not in the Village's name.

The Village's investment in UPPPA ~ ATC is non-risk categorized.

NOTE D — PROPERTY TAXES

Property taxes were levied and leased by the Village on Juty 1, 2004 on the taxable valuation of property as of the preceding
Janyary 1. The Village billed and collected these taxes from July, 2004 to September, 2004. At that time, any unpaid
billings were transferred to Baraga County, which is in charge of collecting delinguent taxes and remitting receipts to the
Viltage. if a billing is stiil uncollected three years subsequent to the original billing, the property is subject to tax sale. It is
the Village's policy to recognize revenue from the current tax levy.

The 2004 state equalized valuation of the Village totaled $44,521,934 (taxabte value $37,862,185), on which taxes levied
censisted of 13.2010 Mills for operating purposes, 1.8980 Mills for the DDA, and 1.1481 Mills for bond debt retirement.

The entire property tax administration fee is paid to the Village freasurer as compensation for coliection of property taxes.

There is, therefore, no reserved fund balance for excess receipts or excess dishursements associated with the property tax
administration fee.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOQTEE - CAPITAL ASSETS

Capital asset activity of the Village's governmental and business-type activities was as follows:

Balance Balance
71112004 Additions Deletions 6/30/2005
Governmental Activities

Land* $ 281456 % - 8 - 5 281,458
Land and grocery store* 384,739 - {384,730) .
Infrastructure - 2,839,071 - 2,938 071
Infrastructure in progress - 124,575 - 124,575
Construction in progress - 170,258 - 170,256
Buiidings 1,336,177 - - 1,336,177
Machinery and equipment 289,075 9151 - 298,226
Vehicles 708,708 - - 708,708
Furniture and equipment 21,797 168 - 21,968
Subtotal 3,031,852 3,243,222 (394,739) 5,880,435
Accumulated depreciation 745,544 90,230 - 835,774

Net capital assets $ 2,286,408 $ 3,152,992 § (394,739) $ 5,044,661

Business-type Activities

Land* L3 110,235 % - 8 - % 110,235
Buildings 11,550,764 271,608 - 11,822,373
Machinery and eguipment 900,578 156,994 - 1,087,572
Vehicles 332,230 - - 332,230
Furniture and equipment 77,702 - - 77,702
Subtotal 12,871,509 428,603 - 13,400,112
Accumulated depreciation 4 981 568 276,980 - 5,258,558
Netassets § 7989940 $ 151613 § - $ 8,141,553
*MNan-depreciable.
Depreciation expense was charged to programs of the primary government as follows:
General government $ 22,562
Department of public works 39,830
Public safety 20,787
Recreation 7,251
Total $ 90,230

NOTE F — LONG-TERM DEBT

Bond issue - Viliage offices: General fong-term debt bonds were issued to finance renovation and construction for an
addition to the village fire hall and village offices. The honds are payabie annually at principal amounts ranging from
$10,000 to $45,000, with the final payment due October 1, 2026. interest is payable semi-annually at varying rates ranging
from 5.00% to 6.05%. The bonds are secured by a pledge of the fuli faith and credit of the Village and future tax revenues.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE F ~ LONG-TERM DEBT {CONTINUED)

Bond issue - Marina renovation: General long-term debt bonds were issued to finance a portion of the cost of a "Marina
Redevelopment Project”. The bonds were payable annuailly at principal amounts ranging from $11,000 to $17.000, with the
final payment due November 1, 2004. Interest was payable semi-annuaily at 6.97%. The bonds were secured by a pledge
of tax increment revenue of the component unit. The bonds were repaid during the current year.

Loan payable - USDA - This loan was incurred to provide financing of specific equipment. The loan is payable in annual
principal amounts ranging from $13,000 to $26,000 with the final payment due Cctober 1, 2016, Interest is payable semi-
annually at 4.75%. The loan is secured by the full faith and credit of the Village.

Instaliment contract payable — Contracts are incurred to provide financing on specific equipment.

The disposal system revenue bonds (1} were issued to partially provide for the acquisition and construction of a disposal
plant and connecting sewer system. This project was undertaken in conjunction with the Township of L'Anse and the bonds
presented in this report represent 83.56% of the entire bond issue (Village portion). The bonds are payable from the
revenues (pledged) generated by the disposal systern fund, however, the Village is obligated to levy taxes if the necessity
arises. |n addition, the Village is subject to various bond provisions including maintenance of accounts, efc. The bonds bear
an interest rate of 5% per annum and the final payment is due in the year 2019

The disposal system revenue bonds (2) were issued to provide for improvements to the disposal plant. This project was
undertaken in conjunction with the Township of L'Anse in the same manner as described above. Bonds of $1,750,000 were
issued {Village portion 83.56% or $1,462,300}. The bonds are payable from revenues generated by the Disposal System
Fund, however, the full faith and credit of the Village is pledged. The bonds are payable in increasing increments and bear
an interest rate of 4.5% per annum and the final payment is due in the year 2042

A disposal system installment note was issued in 2005 to provide for improvements to the disposal plant. This bank note is
payable in monthly instaliments of $1,374, including interest at 4.15%, with the final payment due in the year 2012.

The Water Utility revenue bonds were issued to provide for the acquisition and construction of a water and waste disposat
system. The bonds are payable from the revenues generated by the water supply system fund. In addition, the Village is
subject to various bond provisions including maintenance of accounts, etc. The bonds bear an interest rate of 5% per
annum and the final payment is due in the year 2033.

Changes in long-term debt during the fiscal year ended June 30, 2005 are summarized as follows:

Balance Balance Dute Within
711104 Additions Retfired 6/30/05 Onie Year
Governmental Activities
General Chligation
Bond issue-Village offices $ 580,000 § - 8 (10,000 3 570,000 & 15,000
Bond issue-Marina
renovation 17,000 - (17,000 - -
Loan payable-USDA 261,000 - (15,000} 248,000 16,000
Instailment contract
pavable 77,866 - {10,814 67,052 11,258
Total bonds and notes 935,866 - (52,814) 883,052 42,255
Other Habilities-sick pay 96,199 11,927 - 108,126 -
Total Governmental Activities $ 1,032,086 § 11,927 § {52,814} $ 891,178 § 42,255
Business-Type Activities
Revenue Bonds
Disposal System (1) $ 676,836 3 - 8 (45,958} % 630878 § 50,136
Disposal System (2) 1,416,343 18,383 (15,041) 1,419,685 15,876
Water Utifity 1,825,000 - (30,000 1,785,000 30,000
Instaliment Note . 100,000 (2,080) 97,940 12,659

Total Business-Type Activities $ 3,918,178 § 118,383 § {83,069) § 3,943,503 § 108,671
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE F — LONG-TERM DEBT {CONTINUED}

Debt requirements to maturity are as follows:

Year Ended Governmental Activities Business-Type Activities
June 30 Principal Interest Totai Principal Interest Total
2006 $ 42255 % 46589 § 88844 3 108,671 § 188,592 % 287,263
2007 42,742 44,208 88,950 110,044 183,748 293,782
2008 44,251 42171 88,422 119,780 178,431 298,211
2009 45,782 40,049 85,831 121,197 172,632 293,829
2010 47 338 37,846 85,182 127,267 166,771 294,038
2011-2015 214,686 156,571 371,257 615,910 743,249 1,359,150
2016-2020 186,000 103,022 289,022 508,480 £58,820 1,107,340
2021-2025 175,000 58,418 233,418 514,813 483,181 987,794
2026-2030 85,000 7,865 §2,885 865,507 344 146 1,008,703
2031.2035 - . - 580,694 174,608 755,303
2036-2040 - - - 319,200 78,551 397,751
20412042 - - - 152,080 10,416 162,456

Totals § BE3 052 § 536,739 § 1419791 § 3943503 § 3323176 § 7,266,679

NOTE G — INTERFUND RECEIVABLES, PAYABLES. AND TRANSFERS

interfund receivables and payables are ciassified as due to/from other funds or component unit and are composed of the
following:

Due from Due to
Nonmajor Business-type Component
Fund Funds Unit Total
General Fund $ 2,088 3 188,249 3 269 401 $ 459718

Individuat fund operating transfers for fiscal year 2005 were as follows:

Transfers In Transfers Out
General Nonmajor Business-type  Component
Fund Funds Funds Unit Total

General Fund 5 - 8 - 5 97000 § 142168 §$ 239,168
Nonmajor Funds - 120,000 - - 120,000
Business-type Funds 188,248 - - - 188,248
Component Unit 200,000 - - - 200,000
Debt Service Fund 61,387 - - - 61,387

Totals $ 4498638 $ 120,000 $ 97,000 § 142,168 $ 808,804
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE H - SEGMENT INFORMATION

The Village maintains three enterprise funds, which are intended to be self-supporting through user fees charged for services
to the public. Financial segment information as of and for the year ended June 30, 2005 is presented as follows:

Condensed Statement of Net Assets

Electric Water Disposal
Utility Utility System Total
Current assets $ 422271 % 50,657 % 241,838 % 684,766
Restricted assets - 103,318 52,124 155,442
Other assets 80,156 - - 80,158
Capita! assets 560,470 4,185 819 3,365,264 8,141,553
Total assets $ 1,062,897 § 4,339,794 §$ 3,650,226 $ 9,081,917
Current liabilities 132 442 60,864 227.944 421,250
Liabilities payable from
restricted assets - 30,000 66,012 96,012
Noncurrent itabiiities - 1,765,000 2,069 832 3,834,832
Total liabilities $ 132,442 $ 1,855864 § 2363,788 $ 4,352,094
Invested in capital assets
net of related debt 560,470 2,380,819 1,246,761 4,198,050
Restricted - 73,318 {13,888) 59,430
Unrestricted 365,885 18,783 62,565 452,343
Total net assets § 930,455 $ 2,483,930 3 1,295438 $ 4,709,823
Condensed Statement of Revenues, Expenses, and Changes in Net Assets
Electric Water Disposal
Utility {Hility System Total
Total operating revenues $ 973804 $ 429,188 $ 564,050 § 1,867,053
Depreciation expense 19,942 84,418 162,630 276,990
Other operating expenses 883,488 382,882 423,408 1,688,778
Cperating income (loss) 70,374 (48,101} {21,088) 285
Nonoperating revenues {expenses) 12,164 (88,772) (102,319) (178,827}
Transfers 16,249 - 75,000 91,249
Changes in net assets $ 98787 $ (135,873) $ {49.307) § {(87,393)
Net assets - Beginning 831,668 2,620,803 1,344,745 4,797,216
Net assets - Ending $ 930455 § 2483930 $§ 1,205438 $ 4,709,823
Condensed Statement of Cash Fiows
Net cash provided by {used}
Operating activities $ 105972 % 68,648 § 118,366 § 292,986
Noncapital financing activities (87.000) - - (97.600)
Capital and related financing activities (143,052} (137.881) (124,964} {405,877)
Investing activities 12,164 21,728 66,088 99 980
Net (decrease) increase (121,8186) {47,485) 59,480 (109,911)
Cash and cash equivalents - Beginning 326,481 67,887 36,641 430,809
Cash and cash equivalents - Ending $ 204,565 § 20,202 § 96,131 § 320,898
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE | — DEFINED BENEFIT PENSION PLAN

Plan Description — The Village's defined benefit pension plan provides retirement and disability benefits, annual
cost-of-living adjustments and death benefits to plan members and beneficiaries. The Plan is affiliated with the Municipal
Employees Retirement System of Michigan {MERS), an agent multiple-employer pension pian administered by the Segal
Company. Act No. 427 of the Public Acts of 1984, as amended, and the Constitution of the State of Michigan assign the
authority to establish and amend the benefit provisions of the plans that participate in MERS to the respective employer
entities; for the Plan, that authority rests with the Village. The Segal Company issues a publicly available financial report
that includes financial statements and required supplementary information for MERS. That repord may be oblained by
writing to the Segal Company, One Park Avenue, New York, New York 10016-5885 or by calling (212) 251-5C00.

Funding Policy — The Village is required to contribute at an actuarially determined rate; the current rate is 15.38% of annual
covered payroli. The contribution requirements of the Village are established and may be amended by the MERS Board of
Trustees.

Actuarial valuations are performed annually. Retirement benefits and refunds are recognized when due and payable in
accordance with the terms of the plan.

Memberships of the pian are as follows:
Active members
Retirees and beneficiaries currently receiving benefits
Terminated plan members entitied to but not yet receiving benefits

Total

B Laoy

Annual Pension Cost — For the year ended June 30, 2005, the Village's annual pension cost of 5119,088 for the Plan was
equal to the Village's required and actual contributions. The required contribution was determined as part of the December
31, 2004, actuarial valuation using the entry age actuarial cost method. The actuarial assumptions included {(a) 8%
investment rate of return (net of administrative expenses) (b} projected salary increases of 4.5% per year, and an additionat
projected salary increase ranging from 0.0% to 8.40% per year. The actuarial value of the Plan assets was determined
using technigues that smooth the effects of short-term volatility in the market value of investments over a five-year period.
The Pian’s unfunded actuarial accrued liability is being amortized as a level percentage of projected payroll on a closed
basis. The remaining amortization period at December 31, 2004, was 31 years.

Trend Information

Fiscal Annual Percent
Year Pension of APC Net
Ending Cost (APC) Contributed Obligation Pension
June 30, 2003 5 104,690 $ 104,690 100 $ -
June 30, 2004 109,200 109,200 100 -
June 30, 2005 119,088 119,088 100 -

NOTE J ~ ECONOMIC DEPENDENCY

The Village receives a significant amount of its revenues from two corporate entities located within the Village.
Approximately 26% of property tax revenues are received from these entities.
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VILLAGE OF L'ANSE
REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED JUNE 30, 2005

Revenues
Property taxes
Reat and personal property taxes
Payment in lieu of taxes
Penalties and interest

Total property taxes
State - shared revenues

Other revenues
Garbage coliection fees
Federal grant - Homeland Security
Local contribution - Keweenaw
Rent
Interest
Other

Total revenues

Expenditures
General government

Vililage council
Aftorney
Village clerk
Treasurer
Buiidings and grounds
Cemetery
General government

Total general government

Public safety
Police department
Fire department
Building inspection

Total public safety

Public works
Department of public works
Sidewalks

Total public works

Variance with

.31

Original Amended Amended
Budget Budget Actuai Budget

$ 432300 % 480,000 485713 & {4,287)

- - €811 6811
18,000 8,000 5,303 (2,697}
450,300 438,000 497 827 {173)
233,500 230,000 229,797 (203)
242,000 231,000 217,200 (13,800}

- 170,000 170,000 -

- 50,000 50,000 -

110,000 90,000 92,459 2,454

- - 8,196 8,196

3,000 - 29,568 29,568
1,038,800 1,269,000 1,295,047 26,047
18,600 17,500 17,387 (113}
5,000 8,000 7,748 (254)
1,200 80C 800 -
9,400 7,200 7175 {25)
4500 6,100 6,627 (73)
29,000 18,000 17,818 (182}
48,500 87,800 87,240 (560}
116,300 145,400 144,193 (1,207}
342,400 352,500 352,139 (361}
38,000 32,000 31,995 5)
3,700 2,000 1,925 (75)
384,100 386,500 386,059 (441)
247,500 302,200 283,751 (8,449)
6,200 4.400 4,396 (4)
283,700 306,600 298,147 {8,453}
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Expenditures (continued)
Sanitation

Sanitary landfili
Waste collection and disposal

Total sanitation

Recreation
Parks and recreation
lce arena
Marina

Total recreation

Capitat outlay
General government
Pubiic works
Fire departiment
Parks and recreation

Teotal capilal outlay

Debt service
Fire department
Public works

Totat debt service
Total expenditures

Excess of Revenues {Under)
Expenditures

Other Financing Sources (Uses)
Contribution - Corps of Engineers
Sale of fixed assets
Operating transfers in - Component Unit
Operating transfers out - Compenent Unit
Operating transfers in - Proprietary Funds
Operating transfers ouf - Proprietary Funds
Operating transfers out - Debt Service Fund

Total other financing sources (uses)
Net Change in Fund Balance
Fund Balance - Beginning of year

Fund Balance -~ End of year

Variance with

Original Amended Amended
Budget Budget Actual Budget

118,000 110,000 109,632 {368)
89,000 76,500 76,404 {96)
205,000 186,500 186,036 {464)
17,000 11,200 11,172 (28}
16,060 20,500 20,461 (39)
3,000 2,000 1,848 {151)
36,000 33,700 33.482 (218)
- 200 169 (31)
- 3,085,400 3,064,366 {1.034)
500 175,000 174,842 {68}
- 3,800 3,745 (58)
500 3,244,400 3,243 222 {(1,178)
10,000 8,000 8,935 (85)
37,000 32,000 31,816 (184)
47,000 41,000 40,7514 {249}
1,042,600 4,344,100 4,331,890 (12,210}

(3,800) (3,075,100} {3,036,843) 38,257
- 2,950,000 2,938,071 {10,829)
- 390,000 388,249 (1,761}
18,00G 143,000 142,168 {832}

- {200,000) (200,000} -

47,700 87,000 97,000 -

- (188,500) (188,249) 251

{61,000y (61,500) (61,387) 113
4,700 3,130,000 3,116,852 (13,148)

900 54,900 80,008 25,109

65,305 65,305 65,305 -

$ €6,205 % 120,205 % 145,314 & 25,1089
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VILLAGE OF [ 'ANSE

REQUIRED SUPPLEMENTAL INFORMATION
RETIREMENT SYSTEMS SCHEDULE OF FUNDING PROGRESS
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM

The informatien presented above was determined as part of the actuarial valuations at the date indicated.
Additional information as of June 3C, 2005, the latest actuarial valuation, follows:

Actuarial cost method

Amwortization methed

Amortization period (perpetual)

Asset valuation method

Actuarial assumptions:
Investment rate of return
Projected salary increases*

“includes inflation at
Additional salary increases attibutable to seniorily/merit

-33.

Entry age

Level percent of payrali
31 years

S-year smoothed market
8.00%

4.50%

4.50%
0% to 8.40%

Actuarial
Actuarial Accrued Funded UAALasa
Actuarial Value of Liability Unfunded AAL Ratio Covered Percent of
Valuation Assetls {AAL) {UAAL)} {Percent} Payroll Covered Payroll
Date {a) {b) {b-a} {aib}) {ec]) {{ b-a }i¢}
12/31/39 1,361,686 2,070,350 708,654 86 743,458 85
12/31/00 1,568,840 2,436,234 867,394 64 708,169 122
12131701 1,765,245 2,710,740 945,495 85 739,738 128
12/31/02 1,916,659 2,947 851 1,031,192 65 768,381 134
1231603 2,163,852 3,227,396 1,083,544 67 763,084 139
12/31/04 2,367,333 3,515,284 1,147,951 67 774,306 148
RETIREMENT SYSTEMS SCHEDULE OF EMPLOYER CONTRIBUTIONS
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM
Annual
Year Ended Required Actual Percent
June 30 Contribution Contribution Contributed
2000 § 101,936 § 101,936 10C
2001 93,504 53,504 100
2002 97,728 97,729 100
2003 104,650 104,630 100
2004 109,200 108,200 100
2005 119,088 118,088 106
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VILLAGE OF L'ANSE

OTHER SUPPLEMENTAL INFORMATION

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2005

Total
Nonmajor
Major Local Municipal Debt Governmental
Street Street Street Service Funds
Assets
Cash and cash equivalents $ 12623 § 12624 § 81,837 & $ 117,084
Taxes receivable - - 1,175 1,175
Accounts receivable 8,338 4,141 - 12,479
Due from other funds - - 2,068 2,068
Totai assets 20,961 16,765 95,080 132,806
Liabiftiies and Fund Balance
Liabilities
Accounts payable 4,869 3,956 - 8,825
Accrued expenses 863 835 - 1,498
Total Habilities 5,532 4,791 - 10,323
Fund balances - Undesignated 15,429 11,974 95,080 122,483
Total liabitities and fund balances $ 20961 § 16,765 § 95,080 § $ 132,806

_34-

L B o N A8 W K0 e oo o o ¢

g e



VILLAGE OF L'ANSE

OTHER SUPPLEMENTAL INFORMATION

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES-NONMAJOR GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2005

Total
Nonmajor
Major Local Municipal Debt Governmental
Street Street Street Service Funds
Revenues
Property taxes 8 - B - § 148037 8 - 8 149,037
Siate shared revenues 125,815 87,301 - - 193,116
interest 27 134 593 - 754
Total revenues 125,842 67,435 148,630 - 342,907
Expenditures
Routine maintenance 47,024 91,261 - - 138,285
Traffic services 1,388 g - ~ 2,308
Winter maintenance 34,644 31,705 - - 66,349
Administralive, engineering and
record keeping 51,408 51,135 51,508 328 154,376
Debt service - « - 61,062 81,062
Total expenditures 134,484 175,022 51,508 61,387 422,381
Excess of Revenues (Undern)
Over Expenditures (8.622) {107.587) 98,122 (61.387) (79,474}
Other Financing Sources {Uses)
Operating transfers in 12,600 108,000 - 61,387 181,387
Operating transfers out - - {120,000 - {120,000)
Tatal other financing sources (uses) 12,000 108,000 {120,000) 61,387 61,387
Net Change in Fund Balance 3,378 413 {21,878) - {18,087)
Fund Balance - Beginning of year 12,051 11,561 116,958 - 140,570
Fund Baiance - End of year $ 15429 % 11,974 § 95,080 § - 8 122,483

-35.

T I P AR % 00 B



VILLAGE OF L'ANSE
WATER UTILITY FUND

COMPARATIVE STATEMENTS OF NET ASSETS

JUNE 30, 2005 AND 2004

Assets

Current assets
Cash and cash eguivalents
Accounts receivabile - net

Long-term assets
Restricted assets
Utiity plant and system (capital asseis)

Liabilities and Net Assets

Liabilities
Current liabilities
Accounts payable
Accrued expenses
Customers' deposits
Current liabilities payable from
restricted assets

Long-term debt - net of current portion

Net Assets
Invested in utiiity plant and system -
Net of related debt
Restricted
Unrestricted and undesignated

2005 2004
b3 16,884 § 189674
33,773 40,713
Total current assets 50,657 60,387
103,318 168,013
4,185,818 4,262 878
Total assets 4,339,794 4,491,276
21527 10,791
39,112 34,457
225 225
30,000 30,000
Total current ligbilities 80,864 75473
1,765,000 1,795,000
Total tiabilities 1,855,864 1,870,473
2,390,818 2,437,876
73,318 138,013
19,793 44 914
Total net assets § 2483930 &% 2,620,803
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VILLAGE OF L'ANSE

WATER UTILITY FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET ASSETS

YEARS ENDED JUNE 30, 2005 AND 2004

2005 2004
Operating Revenues
Sales $ 427430 % 413,690
Services 960 5201
Other 808 -
Total operating revenues 420,199 418,891
Operating Expenses
Distribution 345,989 311,601
Administrative and general 36,893 38,547
Depreciation 94,418 96,761
Total operating expenses 477,300 446,909
Operating (Loss) {(48,101) (28,018}
Nonoperating Revenues (Expenses)
interest income 1,728 2,503
interest expense (20,500} (92,000)
Total nonoperating revenues {expensas) {88,772) (89,497}
Changes in Net Assets (136,873} {117,5185)
Net Assets - Beginning of year 2,620,853 2,738,318
Net Assets - End of year $ 2,483,930 § 2,620,803
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VILLAGE OF L'ANSE
WATER UTILITY FUND

COMPARATIVE STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2005 AND 2004

Cash Flows from Operating Activities
Receipts from customers $
Payments to suppliers
Payrents to empioyees for wages and benefits
Other receipts

Net cash provided by operating activities

Cash Flows from Capital and Related Financing Activities
Purchase of capital assets
Principat paid on debt
interest paid on debt

Net cash (used in) capital and related financing activities

Cash Flows from lnvesting Activities
interest
Reduction in invesiments

Net cash provided by investing activities

Net Change in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of year

Cash and Cash Equivalents - End of year s

Batance Sheet Classification of Cash and Cash Equivalents
Cash and cash equivalents 5
Restricted assets

Total §

Reconciliation of Operating (Loss) to Net Cash
from Operating Activities
Cperating (loss) 5
Adjustments to reconcile operating (foss) fo net
cash provided by operating activities
Depreciation
Changes in assets and liabilities
Decrease (increase) in accounts receivable
Increase in accounts payable
Increase in accrued expenses

Net cash provided by operating activities §

2005 2004
435330 $ 412,500
(105,922} (101,739
(261,569) (241,821)

809 -
48,648 68,940
{(17,361) (4,811)
(30,000) (30,000}
{90,500) (92,000)
(137,861) (126,811)
1,728 2,503
20,000 .
21,728 2,503
(47.485) (55,368)
67,687 123,055
20202 & 67,687
16,884 $ 19,674
3,318 48013
20,202 § 67,687
(48,101} § (28,018)
94,418 986,761
6,940 {6,391)
10,736 3,841
4655 2,747
68,648 $ 68,940
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VILLAGE OF L'ANSE
DISPOSAL SYSTEM FUND

COMPARATIVE STATEMENTS OF NET ASSETS
JUNE 30, 2005 AND 2004

2005 2004
Assets
Current asseis
Cash and cash eguivalents $ 88,815 3% 27,518
Accounts receivabie - net 50,023 60,408
Due from General Fund 75,000 -
Totat current assats 211,838 87,824
Long-term assets
Restricted assels 52,124 118,308
Utility ptant and system (capital assets) 3,395,264 3,289,705
Total assets 3,659,226 3,493,938
Liabilities and Net Assets
Liabilities
Current fiabilities
Agcounts payable 206,657 17,671
Accrued expenses 8.628 38,444
Current liabilities - instaliment contract 12,659 -
Current fiabifities payabie from restricted assets 56,012 60,999
Total current liabilities 293,856 117,014
Long-term debt - net of current portion 2,089.832 2,032.179
Total fabilities 2,363,788 2,148,193
Net Assets
nvested in utility plant and system - net of related debt 1,248,761 1,188,527
Restricted (13,888) 55,310
Unrestricted and undesignated 62,565 82,508
Totai net assets % 1,285 438 1,344,745
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VILLAGE OF L'ANSE
DISPOSAL SYSTEM FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET ASSETS
YEARS ENDED JUNE 30, 2005 AND 2004

Cperating Revenues
Sales
Services

Operating Expenses
Distribution
Administrative and general
Depreciation

Qperating {Loss)
Nonoperating Revenues (Expenses)

Interest income
Interest expense

{L.oss) Before Transfers

Transfers from other funds
Transfers to other funds

Changes in Net Assets
Net Assets - Beginning of year

Net Assets - End of year

Total operating revenues

Total operating expenses

Total nonoperating revenues (expenses)

.40 -

2005 2004
558,840 855,728
4,210 1,914
564,050 557 642
412,077 400,478
11,331 27,252
162,630 138,207
586,038 574,637
{21,988) (16,998)
1,711 57

{104,030 (96,548)

(102,319} {96,489)

{124,307) {113,484)
75,000 -

- {75,000}

{49,307) {188,484)
1,344,745 1,533,229
1,295,438 1,344,745
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VILLAGE OF L'ANSE
DISPOSAL SYSTEM FUND

COMPARATIVE STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2005 AND 2004

Cash Flows from Operating Activities
Recelpts from customers
Payments to suppliers
Payments to employees for wages and henefite

Net cash provided by operating activities

Cash Flows from Noncapital Financing Activities
Transfers

Net cash (used in} noncagital financing activities
Cash Flows from Capital and Related Financing Activities
Purchase of capital assets
Proceeds from debt
Principal paid o debt
Interest paid on debt

Net cash (used in) capital and refated financing activities
Cash Flows from Investing Activities
interest
Change in investments
Net cash provided by {used in) investing activities
Net Change in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of year

Cash and Cash Equivalents - £nd of year

Balance Sheet Classification of Cash and Cash Equivalents
Cash and cash equivalents
Restricted assets

Total §

Reconciliation of Operating (Loss) to Net Cash
from Operating Activities
Operating (Losgs)
Adjustments to reconeile operating (loss) to net
cash provided by operating activities
Depreciation
Changes in assets and fabilities
Decrease (increase) in accounts receivable
(Decrease) in accounts payable
{Decrease) increase in acerued expenses

Net cash provided by operating activities $

2005 2004
574435 $ 554539
(184,078) (274,164)
(271,991) (247.282)
118,365 33,003

- (75,000}
. (75,000)
(76,258) (23,347)
118,383 116,084
(63,059) (60,164)
(104,030} (96,546)
(124,964) (63,073)
1,71 57
64,377 (21,000)
66,088 (20,943}
59,490 (125,923}
36,641 162,564
96,131 § 36,641
86,815 § 27,516
9,315 3,125
96,131 $ 36,641
(21.988) $ (16,955)
162,630 138,207
10,385 (3,103)
(2,845) (88,078)
(29,816) 3,060
118,366 § 33,093
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REPORT ON INTERNAL CONTROL AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

August 18, 2005

The Honorable President and Village Council
Village of L'Anse
L'Anse, Michigan

We have audited the financial statements of the governmental activities, the business-type aclivities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the
Village of L'Anse, Michigan, as of and for the year ended June 30, 2005, which collectively comprise the Village
of L'Anse’s basic financial statemnents and have issued our report thereon dated August 19, 2005. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Cornptrolier

General of the United States.
internal Control Over Financial Reporting

In planning and performing our audit, we considered the Village's internal control over financial reporting
in order to determine our auditing procedures for the purpose of expressing our opinions on the financial
statements and not to provide an opinion on the intemal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a reportable condition in
which the design or operation of one or more of the internal control components does not reduce to a
relatively fow level the risk that misstatements caused by error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we consider to be
material weaknesses,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Village's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

However, we noted certain matters that we reported to management of the Village of L'Anse, Michigan in
a separate letter dated August 19, 2005.

This report is intended solely for the information of the management and the Village Council and is not intended
to be and should not be used by anyone other than these specified parties.

£ M@i@aﬂ? <

Certtified Fublic Accountanis

MEMBERS 301 STEPHENMSON AVENUE-PO. BOYX 508
AMERICAN INSTITUTE OF CRAY RGN MOUNTAIN, MICHIGAN 4980104608

MICHIGAN ASSOUIATION OF CPACS FOGFF4DR3T = FAX # 90677742988
E-MAN Bo@fleurysinglencom
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August 19, 2005

Village Council
Village of L'Anse
L'Anse, Michigan 49846

Council Members:

In planning and performing our audit of the financial statements of the Village of L'Anse for the year ended
June 30, 2005, we considered the Village's internal control structure to determine our audit procedures for the
purpose of expressing an opinion on the financial statements and not to provide assurance on the internal contro}
structure.

During our audit, we became aware of several matters that are opportunities for strengthening internal controis
and operating efficiency. The paragraphs below summarize our comments and suggestions regarding those
matters. This letier dees not affect our report dated August 19, 2005, on the financial statements of the Village
of L'Anse.

DOWNTOWN DEVELOPMENT AUTHORITY - ACCOUNTING AND BUDGETING

We recommend that the DDA establish a budget in accordance with Michigan requirements and approve
it in their minutes. This budget should be integrated with the Village's as the DDA's revenues have been
pledged to pay certain Village liabilities. Also, as in the prior year audit, it was noted that the Village's
records were not updated in their entirety for the Downtown Development Authority.

CASH BALANCES

As mentioned in our previous letter, the Village has significant cash balances not covered by F.DIC. or
N.C.U.A. insurance. We recommend that the Village consider using several banking institutions in order
to minimize risk. Alternatively, the Village may wish to discuss with its present bank the possibility of
having its deposits collateralized.

L'ANSE TOWNSHIP

L'Anse Township has not remitted the full amount of property taxes for the DDA for 2001, 2002, 2003,
and 2004. We recommend that the Village contact appropriate township personnel to expedite the
remittances.

We will review the status of these comments during our next engagement. We have already discussed these
comments and suggestions with Village personne! and we will be pleased to discuss them in further detail at your
convenience. We wish to acknowledge the cooperation and courtesies extended to us during the course of our
examination.

Very truly yours,

A lac,. 72

Certified’Public Accountants

DJK/jmi

REMBERS 301 STEPHENSON AVENUE-PO. BOY 608

AMERICARN INSTITUTE OF C.82A S HRONMN MOUNTAIN, MICHIGAN 49801.0408

MICHIGAN ASSOOATION OF JPAS FOGFFA-0823 = FAX 8 0647740988
E-MAN: fro@fleurysinglencom




